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PROCEEDI NGS

MEETI NG CALLED TO ORDER AND VELCOM NG REMARKS

By Chai rman Wai nwi ght

CHAI RVAN WAI NVRI GHT: | woul d like to thank
everyone for comng. Wlcone to the National Institute
of Standards and Technol ogy. | would Iike to thank
Dr. Bill Jeffrey and the great people at N ST for
allowing us to hold the neeting here.

Thank you, Bill.

DR. JEFFREY: Thank you.

CHAI RVAN WAl NVRI GHT: | woul d like to
acknowl edge a few peopl e at Departnent of Commerce:
Deputy Secretary David Sanmpson, sitting on ny |eft
here; Assistant Secretary of Manufacturing, the next
person down, Al Frink; Deputy Assistant Secretary for
Manuf acturing, Jam e Estrada. Wuere is Jame? Jame
over here on the table here.

And Pierce Scranton. Pierce? Thank you
Were is Pierce? |Is Pierce here? (No response)
Anyway, Pierce is the Senior Policy Advisor to the
Secretary and advised us on the way up here to N ST
t oday, and enjoyed that. Thank you, Pierce.

| would also Iike to thank the nenbers of the
public and the visitors that we have joining us. At

the end of the neeting, of course, the public will have
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a chance to ask comments and questions, and | wl|
gueue you up at that tine.

We | ast nmet on March 22 in Chicago. That was
Nat i onal Manufacturing Wek. W had a fantastic
nmeeting. Actually, prior to the neeting, one of our
menbers, who is not with us today, the Chairman of
Caterpillar, JimOwens, inplored manufacturers in the
United States to enbrace, and not fear, international
trade and conpetition, specifically w th China.

He gave a fantastic talk on that, which
| aunched a | ot of enbracing of international trade in
manufacturing and actually just fortified people to
understand, step up to the plate and you are going to
find out, it is a new world out there.

This was a great inspirational talk by Jim
He just really enphasized what our charter here in the
council is. It is part of our charter to get us up and
going in manufacturing again in this country.

| would also like to say that this is an area,
where we are today at NI ST, where scientists and
researchers take this and | ook at the future and the
sort of thing that manufacturers can take advantage of
to help themin their gl obal conpetition and nove
forward for the future.

NI ST is one of the forenost governnent
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facilities where such scientists work for our country
and our manufacturers.

Dr. WIlliamJeffrey has served as the
thirteenth director of NIST since July of 2005. As
Director of NIST, Dr. Jeffrey overseas an array of
prograns that pronote U. S. innovation and industri al
conpetitiveness by advanci ng neasurenent science,
standards, and technol ogy in ways that enhance the
econony and the econom c security and inprove the
quality of life in the United States.

Prior to this appointnent, Dr. Jeffrey served
as Senior Director for Honeland and National Security,
and an Assistant Director of Space and Aeronautics at
the Ofice of Science and Technol ogy Policy within the
Executive Ofice of the President. Earlier, he was a
Deputy Director of the Advanced Technol ogy Ofice and
Chief Scientist for the Technical Technology Ofice
wi th the Defense Advanced Research Projects Agency.

As you know, all in all, Dr. Jeffrey has been
i nvolved in Federal science and technol ogy prograns
since 1988. It is ny great pleasure to have himjoin
us today, and al so hosting The Manufacturing Counci l
nmeeti ng.

Bill, thank you.
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WELCOVE TO THE NATI ONAL | NSTI TUTE OF STANDARDS

AND TECHNCOLOGY

By Honorable WIlliamJeffrey, Director, N ST

DR. JEFFREY: Thank you very much. It is
i ndeed an honor for N ST to be able to host The
Manuf acturing Council this norning.

NI ST is very, very proud of the work that it
does in support of manufacturers and the service
industry within the United States and we are ecstatic
to have been able to show you just a very, very snal
sliver of the kinds of things that we do.

Again, there is an open invitation for any of
you to cone on back and to get the |onger version of
t he short tour that you saw this norning.

As you nentioned, N ST plays an inportant role
in ternms of helping to support the basic science and
t echnol ogy devel opnents and full needs of
manuf acturers, specifically in the nmeasurenents and the
st andards necessary to take basic discoveries that are
made and be able to translate those into things that
can be manufactured and to support our economic
security.

So again, if there are any questions or things
that you have seen, | would be happy to give you nore

information on that later, but nostly I want to get
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forward with the neeting. Hopefully you will have a
very productive tinme and enjoy the stay that you have
had here.

Wth that, | would like to nowturn it over to
Dr. Sanpson, who is the Deputy Secretary of the
Departnment of Commerce, who | amvery proud to say has
been here a nunber of tinmes, and | think is one of the
greatest friends that N ST has had within the senior
| eadership of the Departnent of Commrerce.

Wth that, the Honorable Dr. Sanpson
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"SECRETARY' S PRIORI TI ES FOR THE DEPARTMENT OF COVMERCE"

By Honorabl e David A. Sanpson
Deputy Secretary of Comrerce

DR. SAMPSON:. Bill, thank you. Thank you very
much. It is a real privilege to be back on the canmpus
of NI ST today.

NI ST is one of the real jewels, kind of the
hi dden treasures, within the Conmerce Departnent.
Peopl e think of the Commerce Departnent and think there
are a lot of other areas that they may think of first.

NCOAA is obviously a very big part of the Commerce
Depart ment; when we have hurricanes comng in,
everybody focuses on NOAA. W have ITA, the
| nt ernati onal Trade Adm nistration.

But NIST is truly one of the real gens at the
Department of Comrerce and plays a very inportant role
in the President's Anmerican Conpetitiveness Initiative.

| will refer to that a little bit later in ny remarks

t hi s norni ng.

But | think that we are--well, | know. | do
not think, I know-that we are very fortunate to have a
scientist of Bill's stature heading up NIST. In

addition to that, he is a fabul ous manager. Wen you
run an agency, a bureau that is as big as NI ST, and al

the | aboratory work, believe ne, that is an asset that
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is not lost on the Secretary and ne.

Don, thank you for inviting nme to join you
here today. It is good to be with the Council again.
In fact, I was with you last year in the COctober tine
frame, when you were in Peoria. W had a great neeting
there that day. | was not able to join you in March

But the Secretary and | really appreciate the
hard work this group does, the conm tnent that you
share to strengtheni ng manufacturing in Anerica, and
nost inportantly, the very valuable input that you
provide to the Secretary and to ne.

As you know, the Secretary is one of your own,
and formerly headed up a great Anerican conpany. But
we really do value the input that we receive from al
of you. | know we have ot her manufacturers and
manuf act uri ng associ ations that are here today as well,
and certainly we always try to maintain a very open
door policy and | ook forward to al ways hearing from
you.

The econony continues to do well. Since the
last tinme the Council nmet in March, GDP grew at a very
strong 5.3 percent the first quarter of the year. The
unenpl oynent rate is down to 4.6 percent now.

We have had 5.3 mllion new jobs created by

this econony since August of 2003. So as we | ook at
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many of those key economic indicators, | think the
Ameri can econony continues to performat an amazi ng
pace.

We have a nunber of indicators that we are
also follow ng very closely. | know all of us are
concerned about the price of energy and what the
potential inpact on the econony may be. But so far, we
continue to be encouraged.

Bl ue chip econom sts forecast we are going to
continue to see strong GDP growth, certainly maybe not
at the pace it was in the first quarter, but | stil
think we are anticipating a strong GDP grow h through
the remai nder of the year. But obviously we do not
take that for granted.

We certainly believe it is inportant work that
The Manufacturing Council does to help us create the
right kind of business environnent that can keep the
econony growi ng and sustain strong growmh for the |ong
term

| know | visited with the Secretary this
norning. He talked to ne about the good visit that he
had with you all last night. | think that he talked to
you all about an itemthat he is very involved in right
now, and that is the area of immgration and how

inmportant immgration is to our continued econom c
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grow h and future. That is an area that he is going to
be spending a lot of tinme on in the nonths ahead.

But obviously there are a nunber of other key
priorities that the Secretary has identified for the
Depart ment when he spent a day and a half with his
senior staff on an off-site retreat at the very
begi nning of this cal endar year to kind of |ay out what
he wants his senior staff to focus on over the course
of, at that point, the last three years of the Bush
Adm ni stration

First, is China, and protecting intellectual
property rights. China is always on our radar screen.

Presi dent Bush, and just about every Federal economc
agency, continued to work on opening this rapidly
grow ng market. It is truly the commercia
rel ati onship of the 21st century.

| am pl eased to report to you that, in April,
we had a very successful neeting with the Chinese and
the Joi nt Conm ssion of Comrerce and Trade. They net
i n Washi ngton. W expect, as a result of that neeting,
we are going to see a nore equitable and bal anced
commercial relationship

There was very senior-|level participation in
the JCCT neeting, including China's view premer, and

three U S. Cabinet-level officers, including Secretary
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GQutierrez, Secretary M ke Johans from USDA, and well as
t hen- USTR Rob Portman, who now, as | am sure you are
aware, heads the O fice of Managenent and Budget.

These kind of high-level tal ks can be very
hel pful and produce neani ngful results. W do not need
just to nmeet. | assure you, the Secretary's focus in
every one of these high-level dialogues is to
articulate a clear agenda to get firmconmtnments and
t hen devel op a pathway that can deliver neaningfu
results.

One area that we have been very insistent
about is protecting the intellectual property rights of
U S. businesses. | do not need to tell you what a big
issue that is; you as businesses are |osing on the
order of about $250 billion a year in |ost sales.

It is inmpacting hundreds of thousands of U. S.
jobs. Chinese manufacturers have been pirating our
brands. They have been pirating CDs, pirating
phar maceuti cal s and conputer software for many years.

At the neetings in April, China made a firm
agreenment to strengthen intellectual property right
enforcement and require their conpanies to use only
| egal software. That is a very positive step forward
because China is the world's second-1|argest PC market,

but the thirteenth |argest software market. |[|f you
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| ook at that disparity, you have got to wonder what is
happening to all those conputers.

| know there are sone CEGCs |ike ne, years ago,
if you had a conmputer sitting on your desk it would not
have mattered whether it had any software on it or not
because | was not very conputer literate.

(Laught er)

DR. SAMPSON. But | do not suspect that is the
case there. So, we have got a very firmconmmtnment on
the part of senior Chinese |eadership. | am convinced
t hat senior |eadership, the central governnent,
under stands the problem and are working to address that
problem W expect nowto see results. W have got a
lot of work left to do at the provincial |evel and at
t he | ocal government |evel in China.

But | assure you, we are going to be very
aggressive in noving forward with enforcenent action.
W are placing I PR attachés at our enbassy in China,
addi ng I PR enforcenment to our offices there, so it is
an area that we are taking very seriously.

A second priority for the Secretary is opening
other foreign markets. As Don nentioned earlier, the
i ssue of seeing the global marketplace as an
opportunity is one that we are very focused on. There

is, clearly, a rising protectionist m nd-set when it
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cones to trade, both here and around the world.

Just this norning, the Secretary and | net
with the new Secretary of State for Industry and Trade
fromthe UK, and that was the very first issue that he
raised with us.

They are very concerned about trends that they
see energing in Europe and around the world toward
protectionism and certainly we are very concerned
about that here in the U S as well.

This is not sonmething that is totally new. W
have been through these periods before in the history
of the U S. But is always very dangerous. There is a
very clear historic track record that no nation has
ever built long-termprosperity and growing quality of
life on the basis of a protectionist trade policy.

Yet, we cannot just rest confortably that
those | essons are well|l understood and internalized by
either the nmedia or by elected officials. So, we are
going to work very hard to continue opening markets and
maki ng sure our trading partners play by the rules.

But et me just say that | agree with what Jim
Onens said at the last Council neeting: "W nust | ook
at globalization and international conpetition as an
opportunity to nmake oursel ves stronger and nore

efficient and not, as sonme are proposing, as a reason
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to turn inward and put up barriers to trade and
i nvestnment."

So, we are going to continue to push forward
wi th new trade agreenents and we are going to be very
focused and nake sure our trade partners live up to
their existing agreenents.

At the top of that list is the Doha Round of
trade tal ks, which we hope will be conpleted by the end
of the year. As noted in the Council's letter that I
have had the opportunity to review over the | ast couple
days, or proposed letter that | know is on the agenda
for a fuller discussion later this norning, it is of
tremendous i nportance to manufacturers.

We have al so been successful in negotiating a
nunber of free trade agreenents, including with
Australia, Bahrain, Central America, Mrocco,

Si ngapore, Col onbia, Peru, and Oman. | have had the
opportunity, within recent nonths, to visit Mrocco and
Si ngapore. | know how beneficial this bilateral FTA
has al ready proven to be in our relationship with

Si ngapor e.

Tal ks are under way with a nunber of other
countries, including Korea and Malaysia. | was in
Mal aysia recently, just after we announced that we

woul d enter into negotiations.
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It is not always an easy thing for |eaders of
ot her nations to make a decision to nove into those FTA
talks with us, and | think we need to understand sone
of the pressures that other governnents are under as
well. It is a very bold, and | think courageous, nove
on the Governnent of Malaysia to enter those free trade
talks with us.

We al so have tal ks under way wi th Panama, the
United Arab Emrates, and Thailand. These agreenents
are opening markets for Anerican goods around the
gl obe. Yet, we are concerned that Anerican
manuf acturers are not taking full advantage of those
opportunities, so we need to nake sure that we have got
strong |inkages between Al's office and Israel
Her nando's office on trade pronotion to nake sure that
we have got really strong |inkage there and that we are
doi ng everything that we can to hel p Anerican
manuf acturers penetrate those markets, begin doing
busi ness with those markets, and broaden.

The Secretary has made it clear that he really
wants us to focus our efforts in terns of the U S and
Foreign Commercial Service on those countries with whom
we al ready have free trade agreenments so that we can
denonstrate to Anmerican businesses that these

agreenents do bear fruit.
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| think The Manufacturing Council has an

inmportant role to play within the various industry
sectors that you represent to really encourage
busi nesses to explore the international markets--that
is where over 90 percent of our potential new consuners
resi de--and making sure that you hold our feet to the
fire, that we are working with trade associ ations and
i ndustry associ ations out there to help them access
t hose markets.

Qur U.S. Foreign Commercial Service delivers
for American business. | amvery inpressed with them
when | neet themall over the world and in our offices
around the U.S. They are very entrepreneurial, they
are very business-focused, and we want to work with you
and your industry associ ates on hel pi ng them penetrate
t hose markets.

A third, and final, priority that I wanted to
qui ckly nmention is innovation and conpetitiveness. |
know you di scussed those initiatives when you net in
March; | believe Al discussed those with you then

But | very firmly believe that innovation is
the lifeblood of Arerica' s continued econom ¢ growth
and vitality and the quality of our life. | believe it
is one of the defining economc issues of our tinme. |

do not know if you happened to see it.
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| think [ast week's issue of Newsweek had a
speci al focus section on U S. innovation and
conpetitiveness that | would highly conmend to you, not
just because | amin there, but it is a very good, |
t hi nk, assessnent of the state of play.

In early May, | guess, | went up to Newsweek's
headquarters for a |uncheon discussion wth a nunber of
i ndustry and academ c | eaders from around the country,
trying to outline for the editors of Newsweek what the
key issues are. | think this is an area that is
getting a lot of growi ng attention.

| f properly nurtured, research and technol ogy
will respond to the bionedical, energy, and environnment
i nperatives that we face in the 21st century. And not
only will they solve problens and i nprove quality of
life, but it will also bring about econom c
opportunities that we can barely inmagi ne today.

So the goal with the President's Anerican
Conpetitiveness Initiative is to create the right
conditions, the right nurturing environnent in which a
new gol den era of innovation can flourish.

I f innovation continues to flourish in the
US., the US manufacturing sector will have new
opportunities and will grow and strengthen as well.

You are sitting at ground zero. | start to think about
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where | should use those words, since you have a
nuclear -- | amalways nice to Bill because he has a
nucl ear reactor here on canpus.

(Laught er)

DR. SAMPSON. But you are sitting at ground
zero for where a lot of that R&D is going to take
pl ace. The President's 2007 budget calls for a $104
mllion increase to the core R&D | aboratory prograns at
NI ST, where NI ST is going to be focusing on basic areas
as nanot echnol ogy, noving fromthe | aboratory bench to
t he manuf acturing space, working on the hydrogen
econony, and then quantum i nformation, devel oping
guantum conputers of the future that can handl e the
nost conpl ex probl ens and equations in terns of mnutes
that it would take today's super conputers years to
deal with.

So, it is a very bold statenent on the
President's part about the inportance of R&D, not only
in the 2007 Federal budget here, the National Science
Foundati on, and in Departnment of Energy and their
O fice of Science, but | think particularly is a great
vote of confidence in the great work that is done right
here at NI ST.

The early reports | got out of the House

Conmittee mark earlier this week was very, very
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encouraging for NIST. W think it |ooks |ike we got,
out of that mark, everything the President asked for
and a mnimal -- looks |like a pretty clean budget from
what we know so that it is not going to be diluted with
a lot of earmarks. So, we are very encouraged by the
bi parti san cooperation com ng out of the House.

So | think thereis alot to be excited about.

There is a lot of work yet to be done. W really want

you to work with us on this innovation initiative. You
hel ped us define the areas that we need to be working
on, and that is why I amso pleased that you are here

at NI ST and getting to nmeet Bill and his team
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Q & A and DI SCUSSI ON

DR. SAMPSON:. So with that, thank you very

much. | think next on the agenda is an opportunity for
QBA.

CHAI RVAN WAI NVRI GHT:  Wel |, thank you, M.
Deputy Secretary. | appreciate it. It was very nice.
And Bill, thank you for hosting this, again.

DR. SAMPSON: It is, indeed, ny pleasure, sir.

CHAI RVAN WAI NVRI GHT:  This is fantasti c.

Manuf acturers need both of you gentlenmen, and we
appreci ate the way you have handl ed our situation so
far.

| know we probably have sone questions from
our panel, fromour Council, for the Deputy Secretary
on the things he brought up.

You tasked us with a fewthings the last tine
you were with us, and we sort of put sone things
together. Actually, it just kind of falls into the
line here of what the President is |ooking for.

Do any of the nenbers have any questions to
ask the Deputy Secretary before we nove on here?

DR. SAMPSON. Questions or comments, either
one. | want to hear back fromyou as well.

CHAI RVAN WAI NVRI GHT:  Well, | think we are

going to cover a lot of them here anyway.
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MR VOBORIL: Well, a comment and a question.

| brought along a Wall Street Journal article from
yesterday. Richard Freeman from Harvard just wote
this article about the transition or the transformation
in China and India with the strong inferences on
engi neering educati on.

He said, "Societies in rich countries seemto
be conpletely unprepared for the com ng industri al
transformation. Wile they will raise |living standards
in China and reduce the price westerners pay, it wll
beconme increasingly nore inportant to equi p American
workers with stiffer conpetition.

So the related question to that with the
di scussi on we continue to have about engi neering
education, education in math and science, | do not know
if it is Departnment of Education, if it is Departnent
of Conmerce, what kind of governnent initiatives,
beyond what is already there, are contenplated for
trying to put a stronger enphasis on these types of
educati onal prograns?

DR. SAMPSON: Well, that is also one of the
conponents of the President's American Conpetitiveness
Initiative that | did not specifically address because
it falls primarily within tasking that he has given to

t he Departnent of Education. But there are several
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conponents of that. One, is really to take what began
with the No Child Left Behind and literacy and nove
that to the areas of science and math.

The President has called for a very
substantial--and | do not have the nunbers off the top
of ny head right now-increase in the 2007 budget for
training teachers in math and sci ence educati on,
expandi ng advanced pl acenent courses in high schools
around the country in areas of math and science. W
have got enough experience now with AP courses that we
know t hat those kids who take advanced pl acenment nath
and science do a |lot better than other kids.

Nunmber one, they have a higher matricul ation
rate into college to begin with, and especially when we
| ook at historically under-represented popul ati ons that
sis true. Secondly, they have a higher rate of
accessing schol arships to enable themto remain in
coll ege, and a higher rate of mgjoring in math and
sci ence courses. So that is one of the conponents.

Anot her conponent is creating an adjunct
teacher corps focused on math and science so that we
can bring people fromindustry and ot her sectors of
academ a into the classroons to help in our education
in math and science.

The problemis, we do pretty well in
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el enentary school, we have the best universities
anywhere in the world, but we absolutely are |osing
kids in junior high.

We have people fromall over the world who
want to come to the U S. to go to our universities.
There is nobody that is going to conme to the U S. so
they can go to our junior highs. Wen we have people
wanting to come to the U S. to go to our junior highs,
we know we wi Il have the problemfixed.

MR. VOBORIL: Has anybody thought seriously
about maki ng a year-round school year?

DR. SAMPSON: There are those debates all over
the country. Essentially, education is controlled at
the local and State | evel as opposed to those kinds of
mandates com ng fromthe Federal Governnment. There is
a whol e other set of debates on that.

| do not know if that is the kind of conponent
that we are focusing on. | think we believe that if
you had nore tinme on task while kids are in school, you
have cl ear expectations and accountability, that those
are the things we need to drive really at the Federal
| evel, and | eave school year questions to State and
| ocal school boards.

Yes, ma' anf

M5. JOHNSON: Al ong those sane |ines, you have
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menti oned that Secretary Gutierrez, one of his main
priorities was inmmgration. W are obviously having a
very difficult time, especially with a small business,
trying to attract engineering graduates. Those that we
have interviewed recently and have identified that we
would Iike to hire, all of themrequire HLB visas.

| think, froma small business perspective, we
woul d i ke to see the visas not be tied to enpl oynent,
maybe sonme kind of incentive for those that graduate
wi th a higher degree, that they have a visa.

DR SAMPSON:  Yes.

M5. JOHNSON: O if that is not achievable, if
we coul d possibly renove the caps on them and make it
so that it could fluctuate nore and adjust to what the
mar ket needs are.

DR. SAMPSON. Yes. That is actually included
in what the President has called for in ternms of
conprehensi ve education. Mst of the attention is
focused on kind of the other end of the scale,
enforcing the borders, tenporary worker prograns.
Securing the borders is inportant and it has been | ong
negl ected. W are nmaking significant investnents in
beefing up that. The tenporary worker programis
i mportant for border security because it relieves the

pressure on the borders for illegal crossing.
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Secondly, the tenporary worker programw ||
address many of the issues that businesses face in
terms of not being able to find American workers for
any of those jobs.

There is a whole other set of problens that we
face at the opposite end of the scale, which is the
very high-skilled and advanced end of the spectrum
The President's conprehensi ve package does call for
reforms in that area as well, which would increase the
nunber of H1B vi sas.

It is acall for a floating cap, really
determ ned by the marketplace. | think in 2005, the
H1B visa cap was reached on the very first day of the
year. So, we think that we need to expand that nunber
and nove to a floating cap.

Then, thirdly, the President has proposed that
t hose who graduate wi th advanced degrees from around
the world who conme to U. S. universities, who graduate
wi th advanced degrees in math, science and engi neering,
woul d have an automatic path to being able to stay
here. We want to retain that kind of talent here. W
want them working for us, we want theminnovating, we
want them commercializing their innovations here in the
u. S

So that is why we keep tal ki ng about the need
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for conprehensive reformas opposed to just border
enforcenment. Border enforcenent and security is
i nportant; everyone agrees on that.

The bol d, courageous nove is to nove to the
conpr ehensi ve approach, which deals with both the
tenporary workers, as well as with the high end, the
high-skill. So you are exactly right.

CHAI RVAN WAl NVRI GHT:  Any ot her questions or
coment s?

MR. KELLER: | was really glad to hear you
tal k about the third of the innovation and
conpetitiveness initiative, and specifically the idea
that you nmentioned "if nurtured appropriately.” Maybe
you could coment a little bit about that on energy and
environment, maybe talk a little bit nore deeply about
those, as they are related, and the initiatives that
m ght be taken care of.

DR. SAMPSON: Well, what | was saying "if
properly nurtured," research and technol ogy can respond
to needs. You have got to take care of the basic
busi ness environnent issue. You are going to deal
later this norning with the R& tax credit. The
adm ni stration believes that is obviously very
inmportant. It is one of the centerpieces of the

Ameri can Conpetitiveness Initiative.
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If we are going to truly be innovative, we
have got to unl eash the power of the private sector
mar ket pl ace. \What the President has called for for
Federal R&D spending at the core physical sciences is
extrenely inportant in sone of the real high-risk areas
and in some of the very poor physical sciences because-
-Dr. Jeffrey can speak nmuch nore eloquently to this--it
i s unl ocking or advancing the frontiers of know edge in
some of those core physical sciences that are really
going to lead to the great advances in sone of the
other areas, in bio and life sciences.

So it is appropriate that we beef up Federal
R&D spendi ng on those core physical sciences. But |
think two-thirds of R&D spending takes place in the
private sector, so we have to unl eash the power of the
private sector.

| f businesses are going to nmake those kind of
| ong-terminvestnents, they need a very predictable tax
environment in which to do that. But that nurturing
environment also, | think, is broader than just R&D

| think it addresses things that you have
focused on earlier in your nmeetings and in the
manuf acturing report dealing with things |ike
entitlement spending and health care costs.

Al'l of those have a trenendous restraining or
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danpeni ng i nfluence on our |ong-terminnovative
capacity and conpetitiveness. So that is what | am
referring to, that we have to | ook at the broader
busi ness environnent issues if we are going to properly
nurture an innovative econony.

CHAI RVAN WAI NRI GHT:  Thank you.

DR. SAMPSON: M pleasure. | look forward to
heari ng your discussions today.

CHAI RVAN WAI NVRI GHT: Wl |, actual ly, that
kind of segues us right into our conpetitiveness. As
part of that, we have our chairman of that, JimPadilla
from Ford.

Jim would you present our R&D tax credit

letter that we would like to present to the Secretary?
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ACTION | TEM TAXES

LETTER OF RECOMVENDATI ON ON THE DOHA ROUND NEGOTI ATl ONS

By M. Janes Padilla
MR. PADI LLA: Well, thank you very nuch, Don.
Deputy Secretary Sanpson, | really appreciate your

endorsenment of many of the topics we are going to talk
about, because | think living in the real world, as
many of us do, global conpetition is inpinging on us
fromall fronts. One of the advantages that the United
States has had for a long period of tinme has been
strength in terns of technol ogy and i nnovati on.

One of the major contributors to that, in ny
view, has been this favorable environnent that you talk
about, a nurturing environnment, one that encourages
research and devel opnent.

W think that it is research and devel opnent
that stinulates innovation in technol ogy, in processes,
and in knowl edge, much as we see here at NIST. So the
role of the Federal Governnment is substantial, not just
i n governnment -sponsored research, but in how the
governnent can create that nurturing environnent.

R&D tax credits have been a fundanent al
el enent of our econony for quite a period of tine.
Unfortunately, they expired at the end of |ast year.

We believe it is critical that they be reenacted and
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made seanl ess, that nmeans retroactive to the beginning
of this year

R&D credits affect industry across the board.

There are over 16,000 conpani es that have been able to
t ake advantage to sponsor R&D research as a
consequence. And it is not just big conpanies. Forty-
five hundred of those conpani es were conpani es of |ess
than $1 mllion. So, everybody is sponsoring. This
stinmul ati on has been substantial .

By the way, manufacturing represents about 60
percent of the total credit for R&D, so it is the
l'ifebl ood of what we do.

We woul d al so point out that in some cases,
like with partnerships or with limted liability
conpani es, because of the Alternative M ninmum Tax,
there is a genuine disincentive for operations |ike
that to go after the R&D tax credit. We think this
inhibits sonme potential very good investnent in R&D, an
we shoul d consider that in the future.

Now, it is critical for the government to help
us with this regard, because R&D in the manufacturing
uni verse does a tremendous job of stinulating
productivity, and productivity is what gives us a
conpetitive edge.

R&D tax credits and the |ike enables start-up
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conpanies to put the tine, the effort, the nonies into
formalize their particular conpanies. W think in sonme
cases that the R& tax credit shoul d be expanded, and
maybe even given nore incentive in critical areas, |ike
energy, energy security, and the I|ike.

You know, it is very interesting. W talk
about productivity. Wen you |look at productivity in
t he manufacturing sector, R& is such a critica
element of that. |If you |ook over the period from 2000
to 2005, productivity in manufacturing was al nost 5
per cent .

| f you |l ook at the non-farm business sector in
that sanme tinme franme, it was just over 3 percent. W
think a lot of that cones fromthe fact that we are
i nvesting and we are being given encouragenent to
i nvestnent in R&D

We think that because a |ot of the investnent
that you make in R& has a long-termtine frame, you do
not put a dollar in today and expect it to pay fruits
in three to four nonths, in many cases it is multiple
years, so one of the considerations we should have is
maki ng the R&D tax credit permanent so that conpanies
can, with confidence, invest in R& and be assured that
they are going to be given the type of incentive, the

type of the nurturing environnment in that regard.
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W talked a little bit earlier about

conpetition around the globe. | have been to China
many tinmes. Every tinme | cone back, | am stunned by
what they do. | amalso stunned by the nunbers that Ed

mentioned in terns of education.

My point is, if we do not have the R&D done
here, it is going to get done sonewhere el se because
t hey have the resources and they have the commtnment to
doit. So it is very inportant that we, as a country,
trying to stinulate our own jobs, take forward that
effort.

And it pays back. It pays back in big ways in
terns of job creation. There have been sone studies
done in the past that would show that, through the R&D
tax credit, it has stinulated, over a 10- or 12-year
peri od, nore than $41 billion of increnmental R&D
because of that tax credit. So, conpanies factor this
in when they choose how to spend their noney.

We also think, as | nentioned previously, that
we really need to accelerate R&D in the energy areas
and energy security, and we need to have sone type of
mul tiplier or sonething that would contribute to that.

Wen we | ook at R&D, yuo nentioned earlier
R&D, right now, is about two-thirds dependent on

corporations. That is a fairly significant change over
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the | ast 40 years, where governnent used to be about
two-thirds and industry used to be about one-third.

So it is very inportant that we stimulate
industry as we tend to invest nore in our own
government R&D. Private industry, accounting for two-
thirds of our R&D, needs to continue and needs to
accel erate.

| think we al so have to take a | ook at what
our gl obal conpetitors are doing. Wen you take a | ook
at sone of the major econom es around the world, you
will see that they have permanent R&D tax incentives,
tax incentives that are fairly substantial .

When you | ook at the percentage of GDP, our
percentage of GDP for R& is roughly at a rate of about
2.6 percent. That is not a meager anount, but it has
been fairly stable. There are econom es that invest
nore. Japan invests nore than 3 percent. Canada has a
very high investnent. Korea has sone special prograns
that really incentivize, on a permanent basis, R&. W
have to keep that in mnd as we go forward.

Li kew se, Japan has been growing their
investnment in R&D at a steady pace. We have to keep
that in mnd as we go forward. So they are investing,
they are incentivizing, and we have to conpete, so we

need to have the same type of approach.
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If you take a |l ook at the OECD countries, 18
of them today have R&D tax incentives. That is 50
percent higher than it was back in 1996. There were
only 12 at that point intine. So a |lot of people are
catching on and saying they want to get on to this
productivity/growh type of scenario for their
econom es.

It is also clear that U S. affiliates are
betting on different markets for R&D and they are
grow ng that R& in foreign countries. So when
mentioned earlier, if we do not find a way to do it and
incentivize it here, the research will get done, but
there is substantial risk that nore of it wll be done
somewhere else. So there are some facts and figures on
t he paper. W should not discount those. If we do not
renew, we ought to think about the consequences of
t hat .

As we draw our conclusions as a subcommttee,
we conclude that investnment in R& is the single nost
i mportant source of technol ogi cal advancenent | eadi ng
to higher productivity for manufacturing. That is why
we put so nuch into it. Private industry, two-thirds.

Conpetitive foreign countries are stepping up
the pace. They are increasing their R&D. W need the

U S. CGovernnent to be with us and to reenact and nake
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it retroactive

In terms of action itens, what we woul d
request is a seanl ess extension of the R& credit for
as long as possible. That neans nmake it permanent, in
our Vi ew.

Enhance the |l evel of credit for energy
efficiency and energy security. This supports the
President's Conpetitiveness Initiative.

We think that we should also be talking to
State-level incentives that would conpl enent what we
intend to do or what we propose nationally. W think
that for certain enterprises--partnerships, and the
like--that the R&D credit should be allowed as a
deduction in the Alternative M ninmum Tax cal cul ation
That way we coul d make sure we were sweeping up al
enterprises in this effort.

We think that enhanced incentives should be
t hought about in terns of other advanced technol ogi es
in sone way. W saw sone good exanpl es of
nanot echnol ogy thi s norning.

If there was a way to do some stinulation of
what | would call the know edge advancenents today,
betting on a future of application, | think that could
be a real opportunity for us. So, it is a very

conprehensi ve and good effort by the whole conmttee.
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We think this is critical, and the tinme to act is now
So, | thank you for |istening.

CHAI RVAN WAI NRI GHT:  Jim thank you very
much. Your conmittee has done a wonderful job on that.
| know you have given everyone a draft, and we have
seen that. Your presentation, of course, reinforces

t hat .

| am wondering, the nmenbers of the Council
since you have seen this, and have now heard the
chairman' s presentation, are there any coments or any
guestions that you would |ike to ask Ji mabout? Al so,
Deputy Secretary Sanpson, any questions you m ght have
for us.

M5. JOHNSON: | wanted to add one thing that |
hope will make this case even nore conpelling. W are
a very small conpany, Ace Cearwater. Although we do
not receive direct benefits fromthe R& tax credit, we
are an indirect beneficiary.

As Jimnentioned, if we do not create an
envi ronment where conpani es can i nnovate here, they
will go somewhere else. As a supplier to those
conpanies, we are going to | ose out on those
opportunities and they will devel op suppliers in other
parts of the world that will be working with them

W like to think of ourselves as the "M in
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R&D, neaning we are the manufacturers. So, our
custoners are doing their research and devel opnent and
comng up with the ideas, and they will conme to a
conpany |ike ours and say, can you nmake this for us? |
think that is very inportant. This R&D does create
j obs.

CHAI RVAN WAl NVRI GHT:  Thank you, Kelly.

Anyt hing el se? Wayne?

MR. MJURDY: | would just |like to enphasize, |
t hi nk, making this permanent. This is the kind of
silly thing we do in this country over and over again,
and it becones political in any one particul ar year.
Yet, the investnents we have to make in science are not
nmeasured in one-year periods.

It is along-termcommtnent. It is the
strength of this country. These kinds of prograns
require that type of long-termcommtnent; if it is
good enough for one year, it is good enough for decades
at atime. It really should be a permanent part of our
Tax Code.

CHAI RVAN VAI NWRI GHT:  Ed?

MR. VOBORIL: Just to second Wayne's conments.

| also sit on the board of the Medical Device
Technol ogy Associ ation, which has, again, a |ot of

enmergi ng conpanies, in addition to |large ones, but is
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typified by very |ong devel opnment and approval cycles.

So sonething that makes this nore of a
certainty as people are planning their product
i ntroductions over at least a 3- to 5-year product life
cycl e devel opnents, | think it would be very inportant.

The nedi cal device industry has been one of
the big export generators, historically. |1t depends on
innovation. This initiative, very ably presented by
Jim | think is sonmething that is really inportant to
stinulate continued investnment in that industry.

CHAI RVAN WAl NVRI GHT:  Thank you, Ed.

Well, | think we have general consensus on
this. If the Council is in agreenent, unless there is
an objection, | would propose that the letter be

approved and transmtted to Secretary Qutierrez.

Are there any objections to that?

(No response)

CHAI RVAN WAI NRI GHT:  So done.

Thank you very nuch, Jim That was
out st andi ng.

The next action itemwe would like to talk
about would go right along with what you were talking
about, M. Secretary, on trading and the WO Doha Round
negoti ations. W have been working on that.

Hardi ng Stowe, who will deliver for his
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subcomm ttee, has recomendati ons on international
trade. Hi s subconmmttee works with advocacy and
i nternational trade.

Har di ng, woul d you give your presentation and
t he proposal you gentl enen put together?

MR, STOAE: | would be glad to.

CHAI RVAN WAI NRI GHT:  Thank you.
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ACTI ON | TEM TRADE AGENDA

LETTER OF RECOMVENDATI ON ON THE DOHA ROUND NEGOTI ATl ONS

By M. Harding Stowe

MR. STOWE: The subcomm ttee recogni zes the

critical timng and inportance of the WIO negoti ati ons.

| have drafted a letter to Secretary Qutierrez for
consideration. If it is okay, I wll just read the
letter as we drafted it.

"As the United States pursues its agenda of
multilateral trade liberalization through the current
WO Doha Round negotiations, it is inperative that
manuf act uri ng now becones the focus.

Over the past four years of this process,
agriculture has been the primary topic of discussion,
but nowit is tine to put the enphasis on the
manuf acturing sector where it is possible to achieve
sonme i mredi ate and | ongl asting benefits to sone very
speci fic agreenents.

These benefits will certainly assist tens of
t housands of U. S. conpanies of all sizes, who will also
positively inpact devel oping economes in the energing
trade sectors of the world.

It is entirely appropriate to put the greatest
enphasi s on manufacturing, as manufacturing is the

| argest sector of trade in the world, accounting for 75
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percent of gl obal nerchandi se exports. This conpares
to 15 percent for fuels and m ning products and 9
percent for agriculture.

In 2005, U.S. farners accounted for $63
billion in exports, while Anmerican manufacturers al nost
t hat nuch each and every nonth, totally $710 billion
for the year, or 10 tinmes as nuch as our agricultura
export market.

G ven these netrics, it is clear that progress
on the manufacturing track is a | ever for every --
progress toward our overall objectives of worldw de
free and fair trade. However, sone industries, such as
textiles, require special consideration.

The Doha Round, through 2006, nust achieve the
br oadest and deepest possible reductions in the tariff
and non-tariff barriers currently inpeding Anerican
manuf act uri ng exports.

Specifically, The Manufacturing Counci l
recommends the follow ng actions:

1) Agree to large tariff reductions in both
devel oped and devel opi ng countries by establishing an
aggressive type of fornula for tariff cuts on
i ndustrial products.

For exanple, a so-called Swiss fornmula that

includes a coefficient of 5 for devel oped countries,
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and 15 for devel oping countries, would dramatically cut
tariffs around the world. 1In fact, no devel oped
country tariff would exceed 5 percent, while devel oping
country tariffs would exceed 15 percent.

2) Formul a cuts are not enough. High
priority should al so be placed on sel ect sectori al
zero-for-zero tariff agreenents in the nost prom sing
sectors, like chem cals and machi nery.

Taki ng negotiating precedent froma 1996 WO
agreenent in the technol ogy sector and the GATT Uruguay
Round zero-for-zero agreenents, it would be decisive in
noving to nmultilateral free trade in the manufacturing
sector.

3) For the | east-devel oped countries, the
United States, the European Union, and Japan shoul d
provide "duty free, quota free" market access for al
products. This would provide for-market access to the
worl d's nost lucrative markets, while providing
consunmers with nore product choices at |ower prices.

4) | nsi stence on reduction of non-tariff
barriers focusing on Custons clearances:

* Non-tariff barriers raise the fixed
cost of trading and take many forns, including:
di scrimnatory standards, conformty assessnent

requirenents, restrictions on remanufactured products,
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pre-shi pnment inspections, Custom valuation practices,
regul atory requirenents, port procedures, and security
procedur es.

* Now is the time to insist on
progress the Trade Facilitation negotiations that are a
part of the Doha Round and focus on sinplifying,
speedi ng and reduci ng the cost of Custons cl earances.
This single area can relieve U S. conpanies of an
estimate 5- to 8-percent cost of goods shipped
(especially to devel oping countries). |In many of these
countries, the cost of clearing Custons currently
exceeds the tariff.

By concentrating negotiation efforts on these
speci fic recomendations, the U S. can nake definitive
progress during 2006 toward the goal of nultilateral
free trade in the manufacturing sector.

As a result, U S manufacturing will be nore
conpetitive, with increased market access to world
mar kets. Equally inportant, are trading partners wl|
benefit from better market access to Anerican products.

Thank you for your consideration of this
recomrendati on. "

M. Chairman, on behalf of the subcomm ttee,
woul d nmove that this draft be adopted by the ful
Counci | .
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| would also |like to make a comment, being the
textile representative on The Manufacturing Council and
an officer in the National Council of Textile
Or gani zat i ons.

Qur organi zati on has supported the free trade
agreenents that Secretary Sanpson is speaking about, we
have supported NAFTA, CAFTA-DR, and the African Free
Trade Agreement. A significant anmount of trade is
goi ng on under these agreenents right now.

The specific nmention of textiles here is the
realization that textiles needs a separate sectorial to
protect its trading partners and the progress that has
been made in these free trade agreenents during the
Doha Round. W were al so encouraged that, in Geneva,
the U S. representative made those remarks at the
negoti ati ons.

CHAI RVAN WAl NVRI GHT:  Thank you, Hardi ng.

Very interesting. | know you have worked very hard to
help us in this type of negotiation. O course, your

i ndustry has taken quite a beating here. So we
appreciate that, and thank you very nuch for your
conprehensive letter.

Are there any other questions on this
international trade draft that you have before you that

you would |i ke to ask Harding, or any questions at all?
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(No response)
CHAI RVAN WAl NVRI GHT:  Any conments on the Doha
Round or anything el se that we are working on here
ri ght now?

(No response)

CHAI RVAN WAI NRI GHT: Okay. | think probably
the Council is in agreement with the draft that this
subcomm ttee has put together. In that case, | would

recomrend that we do forward that to the Secretary, and
t hank you very nuch for your work. We will continue to
| ook at these things.

| think it is tinme to | ook at what we have
been doing in the Council itself and sone of the things
going forward. | would like to ask Assistant Secretary
Al Frink, our leader in the Manufacturing O fice here,
whi ch provi des advocacy for the manufacturers of the
United States and hel ps us in the world.

A, |1 always | ook forward to your comments and
the things that we are going to do going forward. So,

we | ook forward to hearing what you have to say.
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NEXT STEPS

By Honorable Al bert A Frink
Assi stant Secretary for Mnufacturing and Services

ASSI STANT SECRETARY FRINK: Good. Well
actually, ny points are going to be somewhat brief,
just kind of recappi ng what has been tal ked about since
t he Council canme into town | ast night.

| think there was a very good di scussion that
the Secretary had with our Council in addressing issues
of inportance to himand his adm nistration, the Deputy
Secretary.

We got a very insightful overview of al
things Iraq, not as it relates to manufacturing, but
sonme conpelling information that shows how the
adm ni stration's courageous efforts in noving in our
fight against terrorism and just the progress that we
saw was ast oundi ng.

Al so, the Secretary addressed sonme very
passi onate issues with regard to immgrati on and how
that affects manufacturing, and encouraged our teamto
do everything possible to support the recommendati ons
on inmgration, as he laid out.

It has far-reachi ng aspects beyond
manufacturing. It truly represents the best interests

of the country and the spirit of what this country was
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founded on. Being an inmgrant, | can speak
passi onately to that, nyself.

We had a wonderful overview of N ST, which
Bill and his crew put together, about the information
we received. | encourage those of you out there who
have not had a chance to visit N ST and go through the
facility, take the tinme to do so.

W were briefed on intelligent integrated
technol ogy and how it will apply to manufacturing, a
very tinely conponent of manufacturing and advanced
t echnol ogy for manufacturing, and | ean manufacturing
nanot echnol ogy. | grew up with "nano-nano."
(Laughter) And I did not truly have a ful
appreciation for its effect on manufacturing.

Bill and his staff have converted nme to
believing in that. Qur future is dependent on using
that technology effectively and getting awareness of
that technology to all manufacturers. | just have
beconme a very strong supporter of that direction and
the work that is being done here to foster that.

| was very appreciative of hearing the Deputy
Secretary's nessages on the priorities of the
adm ni stration, Commerce, priorities that address a
strong enphasis on | PR when it conmes to trade, the

opening of foreign markets, the inportance of FTAs, the
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free trade agreenents.

These have been so well executed, with so nuch
effort. | think it is alittle unfortunate that
manuf act uri ng has not taken as nuch advantage of these
as they should. Australia would be a good exanpl e.

The | anguage is common, the arnms are open and
wel com ng us, and we have virtually elimnated the
barriers to trade and they are not being capitalized as
much as they shoul d be.

| would strongly encourage that you work with
your associations to encourage that. That actually
hear kens back to a discussion this norning with the
Under Secretary, where we heard sone of the el enents of
what Comrerce can provide to hel p support new trade and
t he services avail abl e.

We heard fromthe offices that fight and
chanpi on the newto-trade and those who have issues
with regard to getting products into foreign markets,
there is a wealth of services that are available, and I
think we need to foster the newto-trade fol ks. There
are too many small conpanies that are not engaged in
t r ade.

| think JimOwnens, as the Deputy Secretary
stated, in his nessage at the | ast neeting, he survived

gl obal i zati on because he enbraced it at Caterpillar.
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That is a pretty good slogan to take with us wherever
we go. So, as we have progressed in these di scussions
with the letters, the letters on the tax credit, which
is tied to innovation.
As a manufacturer fromthe private sector,
truly | ooked at where | was able to succeed in the

difficult State of California. Kelly is fromthat

area. It was truly innovation that defined how we were
capabl e of succeeding in the marketplace. | see it
i mportant frommy past experience, | see it even nore

so as we go forward in a global market.

So this letter on the research and devel opnent
credit is so tinely, and I would encourage all of us to
do everything we can to support that. The letter was
excellently crafted. Jim you and your staff deserve a
terrific extent of appreciation on the work that was
done, as was the work of the Doha letter.

The conm ttee that worked on that did such a
conpelling job of representing the interests of
manufacturing and its inportance to the Doha
di scussi ons.

So | encourage that you continue the
di scussi ons of what we have laid out with this agenda,
and then al so think about where we nove forward. |

think this Council, thanks to the Deputy Secretary, was
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chal lenged with priorities of where Commerce could help
manuf acturing, and we have addressed innovation and
wor kf or ce devel opnent, we have addressed, now,
conponents of trade and the value of healthy tax that
encour ages manufacturing innovation through the R& tax
credit.

| woul d just suggest that perhaps giving
consideration to where we go forward, perhaps energy
could be a direction that would be a value to the
manuf acturing sector. It has been brought up several
ti mes today.

The President has laid forth an advanced
energy initiative. |1 would strongly encourage that you
read it. We actually put a copy of it in your briefing
book, for your convenience. Energy, sustainable
energy, renewable energy, is on the m nds of everybody.

But if we do take this task on, nmuch |ike the
| etter on research and devel opnent where there was very
effective use of graphs and conpari sons on how that tax
credit will affect outcones, | would encourage that we
do likewise with regard to our efforts on energy, not
just bringing forth the issues that everybody has
heard, but to perhaps quantify that in a way where it
wi || have greater inpact.

So that is a recommendati on. The choi ces for
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how we go forward is yours. W have regul atory issues
to deal with in future discussions. So | wll just
close with that wap-up and recomendation and tell
you, just, | amvery proud of you.

Thank you.
CHAI RVAN WAI NVRI GHT:  Thank you, Al .
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PUBLI C COVVENT

CHAI RVAN WAI NVRI GHT: As you know, these
neetings are public and we want to give our audience
here a chance to ask sone questions. That was a good
wr ap-up you gave us, |looking to the future, also.

Anybody in attendance, it is going to be your
turn nowto talk. | would ask that you woul d keep your
comments to about one mnute or two mnutes. W wll
give you a chance to talk to the Council and have the
Council interface with you

So if there are any questions to anybody here,
or anything that you would like to tal k about, I would
encourage you now to stand up, introduce yourself, and
pl ease ask these questions or nmake whatever conments
t hat you m ght have on the discussion that we have had
t oday.

Sir?

MR. M TTELSTADT: Eric Mttel stadt, the CEO of
the National Council for Advanced Manufacturing, and
chai rman-eneritus of Phantic Robotics; our robot is out
in the | obby there.

First of all, we fully agree with the two
letters that you presented today. Just a couple of
ot her possibilities. One, consider publicizing very

t horoughly the work that you are doing, the good work
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that you are doing, in ternms of reciprocity of trade,
and al so the FTAs, to encourage conpanies to take
advant age of that, as Al suggested, in terns of doing
nore export. | think having that awareness is
i nportant.

In terms of R&D tax credits and so forth,
again, let ne say this. | realize it is a tough job to
run a country, but Congress cannot bl ame people for
putting R& overseas if they do not do the things
necessary to give themthe incentives to keep it here.

So, | think that needs to be pointed out, as | think
your letter very nicely did.

But consider another possibility. R& is |ong
term but the output of R& that is inportant to the
econony is the creation of new industries we cannot
even i magi ne today, and therefore a | ot of new jobs.

So consider the possibility of maybe sonme kind of a
| onger termrebate incentive later on that is based on
t hat output, not just on how nuch you spend for input.

| guess the last point is, in terns of
col l aborative R&D with industrial research consorti a,
with the Federal l|abs, with universities, sonme added
consideration for incentive there would be inportant to
our nenbers as well.

Thank you.
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CHAI RVAN WAI NRI GHT:  Thank you very mnuch.

Anyone el se? Any comrents or questions? Sir?

MR STIMERS: M nane is Paul Stiners. | am
here on behalf of the Nano Business Alliance, the
i ndustry associ ation for nanotechnology. | would like
to thank you for your concentration on nanotechnol ogy
so far. W are delighted to talk with you further
about nanot echnol ogy at any point.

W want to say that we are strongly in favor
of the R&D tax credit position. W have been pushing
for that for sone tinme, and are glad to see it
prom nently featured.

We are also interested in supporting the
Research Conpetitiveness Act, which is Senate bil
2720, which further sinplifies the R& tax credit, adds
an R&D investnent tax credit, which is useful for
smal | er conpani es, and supports research park
devel opment .

So, again, thank you very nuch. Assistant
Secretary Frink, thank you for your conments, in
particul ar, about nano. | appreciate your taking the
time today.

CHAI RVAN WAI NRI GHT:  Thank you very much.

Yes?

M5. RANDAZZO  Good norning. My nane is
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Cat heri ne Randazzo. | amthe Chief Operating Oficer
for the Society of the Plastics Industry. W represent
the fourth-Iargest manufacturing sector in the United
States. As we all know, since we are all involved in
trade and gl obalization, the U S. nmarket is one of the
freest markets in the world.

The plastics industry is one of the |argest
manuf acturing sectors of the global econony, as well as
the U S. econony. Because we have such | ow export
rates for products comng into the U S., the U S
market is a very significant target of other WO
menbers.

So what we are facing here is trenmendous
pressure from ot her conpani es pouring products into the
U.S. and not having reciprocal tariff arrangenments in
ot her parts of the world.

So in 2005, we are looking at a trade deficit,
just in plastic process parts--not the chem cals, not
the plastics, the resins, but |ooking at the products--
of 6.1 billion U S. dollars. What we are urging this
group to do, is everything it can to ensure the Doha
Round is successful and that the tariffs are reduced.

We support all the efforts of this group to
make certain that tariffs are reciprocal and fair so

that our products can conpete as they should in other
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WO mar ket s.

Thank you.

CHAI RVAN WAI NRI GHT:  Thank you very much. W
will forward that letter to the Secretary. | think
that will be one big help as we continue to work this
way. Thank you for your tine.

DR. SAMPSON:. Can | nmake a couple of conments?

CHAI RMAN WAI NVRI GHT:  Yes, sir

DR. SAMPSON: The issue of the Doha Round is
of critical inportance to the admnnistration. | think
the President may have nade sone comrents yesterday
about this. | anticipate that he will be next week as
well when he is in Vienna on the U S.-EU -- | am goi ng
to be there and | can't renenber what |I'm going to now.

(Laught er)

DR. SAMPSON:. The sunmt. Thanks, Pierce. |
go to so many places, | can't keep track of what |'m
going to. But anyway, we nmet on this this norning with
our U K counterparts. | think that you can count on
the admi nistration continuing to try to nove forward
very, very aggressively on this round.

We do not think that Doha |ied, or whatever
el se. W need really substantial progress noving
forward on this. | think the President will reinforce

how i nportant that is. | think it is going to take
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sonme strong | eadership fromthe top of these various
nati ons, the key players in the nations fromthe EU, to
get the negotiations nmoving forward. Realistically,
there is a very limted amount of tine left to get
sonet hi ng done.

CHAI RVAN WAI NVRI GHT: Ckay. Thank you very
nmuch.

Any ot her comments or questions fromthe
public? Sir?

MR. KADRICH Good norning. |'mLee Kadrich
with the Autonotive Aftermarket |ndustry Association
| have enjoyed the discussion this norning and just
wanted to add our support to the resolutions that were
adopt ed.

Further, to the issue of Doha progress, as you
say, we really only have until next July to get this
all wapped up and approved and ready for Congress to
vote on before the President's trade pronotion
authority expires.

How do you survey the climate in Europe in
terns of our counterpart manufacturing industries, in
Europe, in particular? | think that is really going to
be the key to breaking the log jam is when we get the
British and all the other industries in Europe to

finally be able to prevail over the French agricul tural
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i ndustry and sone of the other interests that are
holding this up. So | amjust interested in how that
is surveyed.

Then | guess the next question is, just being
prepared to mobilize our industry and our workers to
make this a reality in the United States. | read
somewhere where the University of Mchigan estinmated
that it would be a drag of about al nost 6 percent on
GDP growth in Europe if this did not go through. In
other words, if it goes through, that is the potenti al
for increase; obviously, if they are denied that
opportunity, it is quite a drag.

Thank you.

CHAI RVAN WAI NRI GHT:  Thank you.

DR. SAMPSON. Well, yesterday | hosted a
del egation from UNl SAY, which is the confederation of
i ndustry associ ations in Europe, at the Conmerce
Departnent for extensive discussions. | know that they
are very engaged in this issue and had a very thorough
di scussi on.

| got the sense fromthemthat they were
sending a very strong nessage, fromtheir perspective,
to their respective countries in Europe, as well as the
EU, since the EU has really the lead on that.

The Secretary was just in Brazil |ast week.
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Brazil is obviously a key player on this issue as well,
di scussing these itens with them So it is a set of
i ssues where | think there is a |ot of engagenent, both
fromthe adm nistration | eadership, but | also sense,
certainly, fromthe business comunity and
manuf acturing community within Europe. The reality is,
we have a nuch tighter tinme frame than what you
outlined to really get things done because that is when
the authority ends.

Any agreenent has to be submtted or notified
to Congress three nonths in advance of that, and you
keep backing that up, | nmean, we are really, | think,
| ooking nore realistically at a matter of weeks to get
t he Doha Round noving forward, as opposed to nonths.

CHAI RVAN WAl NVRI GHT:  Thank you very nuch,
Deputy Secretary.

Any ot her comrents fromthe public, or
guestions?

(No response)

CHAI RVAN WAI NVRI GHT:  Wel |, thank you very
much. | think we are drawing to a close here. But
before we do close, | want to thank several people that
really have sort of put this programtogether and
wor ked hard under Assistant Secretary Frink: Sarah

Al'lisson and Sam Gl ler, thank you very much for your
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help on that. | think you deserve a round of appl ause
t here.

(Appl ause)

CHAI RVAN WAl NVRI GHT: | know t hey wor ked hard
and long on this, and it went very well. Thank you

very nmuch for your help.

ADJ QURNVENT

CHAI RVAN WAI NVRI GHT:  So | woul d concl ude this
neeting of The Manufacturing Council. Thank you.
| ook forward to our next neeting. Thank you very nuch.
(Appl ause)
(Whereupon, at 11:54 a.m the neeting was

adj our ned.)
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